REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON THE PIXELY KA SEME DISTRICT MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the accompanying financial statements of the Pixely ka Seme Dii:;trict 
Municipality, which comprise the statement of financial position as at 30 June 201 1 , and the 
statement of financial performance, statement of changes in net assets and statement of 
cash flows for the year then ended, a summary of significant accounting policies and other 
explanatory information, and the accounting officer’s report, as set out on pages x to x. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of General y 
Recognised Accounting Practice (SA Standards of GRAP), the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Africa, 2010 (Act No. 1 of 2010, as amended) 
(DoRA), and for such internal control as management determines necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

Auditor-General’s responsibility 

3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1 996 (Act 
No. 1 08 of 1 996), section 4 of the Public Audit Act of South Africa, 2004 (Act Nc . 25 of 
2004) (PAA) and section 126(3) of the MFMA, my responsibility is to express an opinion on 
the financial statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1111 of 2010 issued in Government Gazette 33872 of 15 December 2010. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on thC' auditor’s 
judgement, including the assessment of the risks of material misstatement of the; financial 
statements, whether due to fraud or error. In making those risk assessments, tt ie auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effective ness of the 
entity’s internal control. An audit also includes evaluating the appropriateness at accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 



Opinion 


7. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Pixely ka Seme District Municipality as at 30 June 201 1 , and its financial 
performance and cash flows for the year then ended in accordance with SA Standards of 
GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matters 

8. I draw attention to the matters below. My opinion is not modified in respect of these 
matters: 

Irregular expenditure 

9. As disclosed in note 24.3 to the financial statements, the municipality incurred irregular 
expenditure as a result of the following: 

• The municipality procured goods and services amounting to R8 030 883 without 
following the proper supply chain management (SCM) policies and procrsdures. 

• Incorrect salary payments were made to councillors amounting to R148 !514. 

Material under-spending of the budget 

10. As disclosed in note 5 to the financial statements, the municipality materially underspent 
the budget. This underspending related to the municipal infrastructure grant amounting to 
R2 070 763 and re-gravelling amounting to R853 402. As a consequence, the municipality 
did not complete the high-mast electricity project and the re-gravelling of roads. 

Restatement of corresponding figures 

11. As disclosed in note 20 to the financial statements, the corresponding figures for 

30 June 2010 have been restated as a result of an error discovered during 201CI-1 1 in the 
financial statements of the municipality at, and for the year ended, 30 June 2010. 

Additional matters 

12. I draw attention to the matters below. My opinion is not modified in respect of these 
matters: 

Unaudited supplementary schedules 

13. The supplementary information set out in appendices A to E does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

14. In accordance with the PAA and in terms of General Notice 1111 of 2010 issued in 
Government Gazette 33872 of 15 December 2010 , 1 include below my findings on the 
annual performance report as set out on pages ... to ... and material non-compliance with 
laws and regulations applicable to the municipality. 


Predetermined objectives 
Presentation of information 

15. The reported performance against predetermined objectives was deficient in res pect of the 
following criterion: 

• Performance against predetermined objectives is reported using the National 
Treasury guidelines. 

The following audit finding relates to the above criterion: 

Municipality’s performance against predetermined objectives not reported usi ng the 
National Treasury guideline (presentation) 

16. The performance report for the financial year under review was not prepared as required by 
section 46 of the Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) (MSA), 
read with section 121(3)(c) of the MFMA. 

Usefulness of information 

17. The following criteria were used to assess usefulness: 

• Consistency: The reported objectives, indicators and targets are consisteni: with the 
approved annual performance plan. 

• Measurability: Indicators are well defined and verifiable, and targets are specific, 
measurable and time bound. 

The following audit findings relate to the above criteria: 

Reported indicators and targets not consistent when compared to planned indicators 
and targets (consistency) 

18. The reported performance against predetermined indicators and targets was not consistent 
with the approved integrated development plan. 

Planned and reported targets not specific and measurable (measurability) 

19. For the selected programmes, 1 00% of the planned and reported targets were not: 

• specific in clearly identifying the nature and the required level of performance 

• measurable in identifying the required performance. 

Compliance with laws and regulations 

Audit committee 

20. The audit committee did not function as required by section 166 of the MFMA, in that: 

• The audit committee did not advise the council, the accounting officer and the 
management staff of the municipality on matters relating to internal financial control 
and internal audits, accounting policies, performance management, effective 
governance, compliance with applicable legislation and performance evaluation. 

• The audit committee did not review the annual financial statements. 


• The audit committee did not respond to the council on any issues raised by the 
Auditor-General in the audit report. 

• The audit committee did not meet at least four times in the year. 

21 . The audit committee also did not advise the council of the municipality on the adequacy, 
reliability and accuracy of financial reporting and information, contrary to the requirements 
of section 166(2)(a)(iv) of the MFMA. 

22. The audit committee did not advise the municipal council, the political office-bearers, the 
accounting officer and the management staff of the municipality on matters relating to 
compliance with the MFMA, DoRA and other applicable legislation, contrary to the 
requirements of section 166(2)(a)(vii) of the MFMA. 

Procurement and contract management 

23. Goods and services with a transaction value of between RIO 000 and R200 000 were 
procured without obtaining written price quotations from at least three different prospective 
providers, contrary to the requirements of SCM Regulation 17(a) and (c). 

24. Goods and services with a transaction value between R30 000 and R500 000 vi/ere 
procured without assessment on the 80/20 point system, contrary to the requireiments of 
paragraph 3(1) of Regulation 725 of 10 August 2001 and the Preferential Procurement 
Policy Framework Act of South Africa, 2000 (Act No. 5 of 2000). 

Expenditure management 

25. The municipality incurred irregular expenditure of R8 179 397, in contravention of 
section 62(1 )(d) of the MFMA. 

Human resource management 

26. In contravention of section 57(1 )(b) and 57(2)(a) of the MSA, the municipal manager and 
senior managers directly accountable to the municipal manager did not sign annual 
performance agreements within a reasonable time after appointment and within one month 
after the beginning of the financial year of the municipality thereafter. 

Predetermined objective 

27. The municipality did not adopt and implement a framework that described and represented 
how the municipality's cycle and processes of performance planning, monitoring, 
measurement, review, reporting and improvement would be conducted, organised and 
managed, including determining the roles of the different role players, as required by 
sections 38, 39, 40 and 41 of the MSA read with Municipal Planning and Performance 
Management Regulations 7 and 8. 

28. The municipality did not comply with the performance information reporting requirements of 
section 46(1) of the MSA. 


INTERNAL CONTROL 


29. In accordance with the PAA and in terms of General Notice 1111 of 2010 issued in 
Government Gazette 33872 of 15 December 2010 , 1 considered internal control relevant to 
my audit, but not for the purpose of expressing an opinion on the effectiveness of internal 
control. The matters reported below are limited to the significant deficiencies that resulted 
in the findings on the annual performance report and the findings on compliance with laws 
and regulations included in this report. 

Leadership 

30. The municipality did not have documented and approved internal policies and procedures 
to address planning, implementation, monitoring and reporting processes and events 
pertaining to performance management and reporting. 

31 . The municipality did not have adequate documented policies and procedures to guide the 
operations of the municipality, resulting in numerous instances of non-complian ce with the 
MFMA as well as the applicable accounting framework. 

Financial and performance management 

32. Management did not implement National Treasury practice notes in the SCM process to 
prevent irregular expenditure. 

33. Management did not effectively monitor adherence to compliance with applicable laws and 
regulations. 

34. Management did not comply with the reporting requirements of predetermined objectives, 
as per section 46(1) of the MSA. 

Governance 

35. The audit committee functioned throughout the year, but did not fulfil all its responsibilities. 
The audit committee did not review the financial statements before they were submitted to 
the external auditors. The audit committee also did not review the performance 
management systems and did not make recommendations to the councils in this regard 


Kimberley 
30 November 201 1 
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Auditing to build public confidence 



